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The teaching case is all about a national project that had been initiated by government to 
overcome the food supply problem at national level. This project had been assigned to one 
company by tender bidding and subsequently the company had received some fund to launch 
the project but the project failed to meet the requirement. Despites of that, the company still 
hold onto its aspiration of the development of a planned and sustainable Malaysian beef 
industry through the development of a fully integrated poultry farms and beef production 
facilities. Therefore, the company tries to figure out the possible way to overcome the 
financial constraint by any reasonable means. The case user is required to find the suitable 
solution to overcome the financial crisis of the company using Sukuk mechanism. In regards 
to that, case user need to analyze the nature of the company to find out the relevant Shariah 
contract to facilitate the suitable financial solution. The case user is expected to point the 
right Shariah contract since the nature of the company is clearly stated in company 
background. 
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 is the Chief Financial Officer of Domestic Feedlot Corporation. In 
early May 2014, he had attended a convention on Islamic Finance which was held in 
Bandung, Indonesia. Over there, he met Ustaz Sulaiman Mahmod, the Shariah investment 
advisor of Bank Barokah which had delivered a speech about agricultural financing during 
Prophet Muhammad, Peace be upon Him (PBUH)time. Among the gist of the speech, Ustaz 
Sulaiman mentioned about Bai As-Salam which had enabled the people of Medina transacted 
the business easily. This is in line with hadith narrated by Shu'ba: 
Muhammad or 'Abdullah bin Abu Al-Mujalid said, "Abdullah bin Shaddad 
and Abu Burda differed regarding As-Salam, so they sent me to Ibn Abi Aufa 
and I asked him about it. He replied, 'In the life-time of Prophet PBUH, Abu 
Bakar and Umar, we used to pay in advance the prices of wheat, barley, 
dried grapes and dates to be delivered later. I also asked Ibn Abza and he, 
too, replied as above.' " 
Source: Sahih Bukhari 
 
When Mr. Rashdan returned from the convention and entered the office, he found out that his 
works became overdue and there were a lot of documents to be checked. He also received a 
number of invoices and bills from hypermarkets around Malaysia regarding the sales of the 
company’s red meat supply. Upon returning to the office, while concentrating on his work to 
get everything done, Mr. Rashdan received a call from the secretary of Datuk Syahril Shah, 
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the company’s Chief Executive Officer, asking him to meet Datuk Syahril immediately. The 
purpose of the meeting was actually to discuss about the financial problem faced by the 
company in recent times, including some mismanagement case which have severe impact on 
the company especially in term of capital sufficiency to enable the company to operate 
efficiently. 
 
DOMESTIC FEEDLOT CORPORATION SDN BHD  
Domestic Feedlot Corporation Sdn Bhd (DFCorp) is a privately held company owned by 
Agroscience Techno Industries Sdn Bhd with the participation of the Government which acts 
as the provider of the company's mandate to become the integrator for High Impact Project 
under Ninth Malaysia Plan to increase production of beef and beef products in Malaysia. The 
company financial details for the past three years were as follow: 
Table 1 Financial ratio of Domestic Feedlot Corporation Sdn Bhd 
Ratios 2011 2012 2013 
Profit margin ratio (%) 0.68 3.01 -2.54 
Return on total assets (%) 0.17 1.25 -1.07 
Current ratio (x) 1.68 2.67 5.17 
Solvency ratio (%) 65.25 67.82 64.70 
Gearing ratio (%) 34.90 58.07 46.16 
Source:Domestic Feedlot Corporation Sdn Bhd Annual Report
3
 
The main objective of DFCorp is the development of a planned and sustainable Malaysian 
beef industry through the development of a fully integrated poultry farms and beef production 
facilities which manage the import of livestock, 'feedlotting', slaughtering, processing, 
packaging and marketing of beef in Malaysia. Among the key roles of DFCorp is to run a 
large scale commercial agriculture through various projects such as developing the Domestic 
Feedlot Centre (DFC) which is located in Labu, Negeri Sembilan, contract farming food, 
satellite feedlot farming and other programs to support the development of Malaysia beef 
production and realizing Malaysia as a regional hub for the development of beef industry. 
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DFC as a major project of DFCorp is a large scale cattle production program in which a cattle 
ranching area is widely created to increase the supply of beef. The joint project between the 
State and the Federal Government through the Ministry of Agriculture and Agro-based 
Industry (MOA) is expected to play an important role in achieving the target of 28% self-
sufficiency for beef production by 2013.  
With its mission to lead the industry by promoting excellence and integrity, improving 
feedlot business environment and ensuring the success of its community, DFCorp has always 
actively improve and promote Malaysian beef industry through the development of 
environment and animal welfare standards, quality assurance, training programs as well as 
best management practices. 
THE QUEST FOR CAPITAL 
During the festive seasons of every year, supply shortage is a common problem in which 
there are tremendous increases in demand. Price hike of raw materials including red meat 
also has become a concern to the company. Hence, Datuk Syahril was in opinion that they 
need to take some proactive actions to overcome the constraints by finding alternatives to 
acquire sufficient funds.  
Previously, DFCorp was entitled as much as RM 250 million to run the DFC project. 
However, due to mismanagement, DFCorp failed to comply the requirement provided by the 
government. In the agreement, DFCorp was supposed to develop 130 units of satellite fields 
to accommodate the cattle however, DFCorp did not meet the target. The Auditor-General's 
2012 highlighted the DFCorp's failure to achieve its target of 8,000 heads of cattle that year. 
The RM74 mil centre in Labu, Negeri Sembilan only achieved 3,289 heads of cattle or 41% 
of the target. 
Upon this incident, DFCorp is no longer entitled for any government support as it had bad 
performance to fulfill the previous tender. Despites of that, DFCorp still hold their aspiration 
to development of a planned and sustainable Malaysian beef industry through the 
development of a fully integrated poultry farms and beef production facilities. Therefore, 
Datuk Syahril had ordered Mr. Rashdan to figure out the possible way to overcome the 
financial constrain by any reasonable means. 
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Mr. Rashdan did some calculation to figure the capital requirement of the company. He found 
out that DFCorp need RM 1.2 billion to operate the business smoothly. The amount of RM 
1.2 billion was not entitled for bank financing due to Single Counterparty Exposure 
Limit
4
and DFCorp was not willing to tap into share market. Therefore, Mr. Rashdan did 
some research on debt market to find out the possible way. He found of that the company 
could tap into Islamic debt market through Sukuk and below was his finding regarding 
Sukuk’s contract composition in Malaysia: 
Figure 1Sukuk Composition in Malaysia 
 
Source: Securities Commission’s Annual Report (2013) 
  
                                                 
4
 Banking institutions shall comply at all times with the SCEL whereby total exposure to a single counterparty 
must not exceed 25% of the banking institution’s total capital(Bank Negara Malaysia, 2013). 











The meeting between Datuk Syahril and Mr. Rashdan had reached deadlock as they failed to 
propose the best option for acquiring funds. DFC required about RM1.2 billion to operate 
properly and solutions for that will be presented in Board of Directors’ Meeting to be held a 
week from now. Mr.Rashdan was out of his boss's office and returned to his office. While he 
was pondering about the matter, he then remembered Ustaz Sulaiman Mahmod, the Shariah 
investment advisor of Bank Barokah whom he has met during the Islamic Finance 
Convention previous days. Mr. Rashdan straightway called him to setup the crucial 
discussion on the following day. 
SET OF QUESTIONS FOR CLASS EXERCISE 
Based on your understanding of the case study, imagine yourself as Ustaz Sulaiman 
Mahmod, please suggest the appropriate financing structure to Mr. Rashdan, to be applied by 
Domestic Feedlot Corporation (DFCorp), and elaborate on the following items: 
1. Suitable contract of fiqh (ie; Murabahah, Bai As-Salam, Istisna or Ijarah) to be 
used based on the nature of the DFCorp which is agricultural based company. 
2. The modus operandi of the suitable financing structure in debt market (ie: Sukuk, 
Forward, Futures, Swap or Options) and parties involved. 
3. Risks which are likely to exist in the financing proposal. 
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